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UNCLAS HONG KONG 10864 
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E.O. 1 1652: N/A 
TAGS: BEXP.HK 

SUBJECT: MAJOR PROJECTS: HONG KONG SUBWAY PROJECT GETS GREEN LIGHT 
REE: HK808I 

HK 7225 AND OTHERS ALSO 
STATE 208126 

1 . HKG EXECUTIVE COUNCIL MET AS SCHEDULED ON SEPTEMBER 9 
AND GAVE FINAL APPROVAL FOR THE HONG KONG MASS TRANSIT 
RAILWAY PROJECT SUBJECT ONLY TO SATISFACTORY FUNDING 
ARRANGEMENTS. THE COUNCIL'S APPROVAL WAS FOR THE MODIFIED 
INITIAL SYSTEM, CHOSEN FOR SEVERAL REASONS 

INCLUDING (A) ITS SOMEWHAT LOWER COST (B) ITS GREATER 
ACCEPTABILITY TO LOCAL AND FOREIGN LENDERS AND (C) ITS 
MORE REALISTIC COST - REVENUE PROJECTIONS. STEPS ARE 
NOW BEING TAKEN TO TRANSFER PROJECT RESPONSIBILITY FROM 
THE MTR PROVISIONAL AUTHORITY TO THE MTR CORPORATION 
AFTER WHICH AWARDS OF CERTAIN INITIAL CONTRACTS WILL BE 
MADE, PROBABLY SPORADICALLY OVER THE NEXT SIX MONTHS OR 
MORE AND AS MTRC BUILDS UP ITS STAFF OF ENGINEERING 
AND OTHER PERSONNEL. 

2. PROJECT IS EXPECTED TO COST US$1 MILLION PLUS BEFORE 
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ROUGHLY 40 PERCENT FOREIGN GOVERNMENT EXPORT FINANCING, 

40 PERCENT BY A CONSORTIUM BEING ORGANIZED BY MANUFACTURERS 
HANOVER LTD. (LONDON) 10 PERCENT LOCAL BANKS AND 10 
PERCENT OFFSHORE BANKS. MEANWHILE CHAIRMAN-DESIGNATE 
OF MTRC (NORMAN THOMPSON) IS PLANNING TRIP TO TOKYO 
ON SEPTEMBER 22 FOR MEETINGS WITH lAPANESE SUPPLIERS AND 
JAPAN EXPORT IMPORT BANK. LOCAL PRESS SPECULATES 
HE WILL BE BARGAINING FOR 7 TO 7-1/2 PERCENT INTEREST RATE 
FOR A NINE TO 12 YEAR TERM WITH A THREE YEAR GRACE 
PERIOD. HOWEVER, MTRC UNWILLING TO COMMENT AT THIS TIME. 

3. HOWARD TURK OF US EXIMBANK IS SLATED TO MEET WITH 
THOMPSON SEPTEMBER 24. 

CROSS 
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